Arizona State 
University 



Profiles of For-Profit Education Management 

Organizations 

Ninth Annual Report 

2006-2007 

by 

Alex Molnar 
David R. Garcia 
Gary Miron 
Shannon Berry 



Commercialism in Education Research Unit(CERU) 

Education Policy Studies Laboratory 
College of Education 

Division of Educational Leadership and Policy Studies 
Box 872411 

Arizona State University 
Tempe, AZ 85287-2411 



August 2007 



EPSL I 



Education Policy Studies Laboratory 
Commercialism in Education Research Unit 



EPSL-0708-239-CERU 

http://edpolicylab.org 



Education Policy Studies Laboratory 

Division of Educational Leadership and Policy Studies 
College of Education, Arizona State University 
P.0. Box 872411, Tempe, AZ 85287-2411 
Telephone: (480) 965-1886 
Fax: (480) 965-0303 
E-mail: epsl@asu.edu 
http://edpolicylab.org 



Table of Contents 



Introduction 1 

Summary 22 

Large Company Profiles 27 

Medium Company Profiles 106 

Virtual Schools 118 

Appendix A: Reader’s Guide 125 

Appendix B: Special Notes on Company Profiles 126 

Appendix C: No Longer Profiled Companies 128 

Appendix D: Methods 131 

Appendix E: National Average Enrollments 133 

Appendix F: District Comparison 135 

Appendix G: Small Companies 140 




Profiles Report: Introduction 



Profiles of For-Profit Education Management Organizations: 2006-2007 



Summary 

The for-profit education management industry has, based on the available data, 
entered a period of relative stability. The industry’s actual condition, however, is more 
difficult to determine than ever. This is because companies that dominate the industry 
are privately held and do not have to provide information to the public that they choose 
not to share. As a result a large portion of the EMO industry is not subject to 
independent scrutiny of either financial results or academic performance. 

An examination of enrollment patterns reported by large-size education 
management companies — those that run 10 or more schools — finds that the charter 
schools they manage typically have larger enrollments than the U.S. charter school 
average. This pattern is most prevalent among primary schools where large-size EMOs 
enroll the bulk of their students. These findings suggest a business model that relies on 
primary education and volume for profits. 



The EMO Industry: Background 

Education Management Organizations, or EMOs, emerged more than a decade 
ago in the context of widespread interest in so-called market-based school reform 
proposals. Wall Street analysts coined the term EMO as an analogue to health 
maintenance organizations (HMOs), prepaid health insurance plans. 

An Education Management Organization, or EMO, is a private firm that manages 
schools receiving public funds, including district public schools (also called non-charter 
schools in this report) and charter schools. The EMO-managed schools tracked in this 
report operate under the same admissions rules as regular public schools and are operated 
for-profit. Historically, only a small portion of EMOs have been nonprofits. Also not 
tracked are for-profit private schools, including those that may receive public funds under 
tuition voucher programs such as those that operate in Milwaukee, Cleveland, or the 
District of Columbia. (See Appendix A for definitions.) 

The theory behind market-based school reform proposals is that, by being forced 
to compete with other schools, existing public schools will necessarily improve or cease 
operating. Competition under this theory generally comes in two forms: private schools, 
with taxpayer-funded tuition vouchers, or charter schools, which operate largely 
independent of the school district but have been chartered by a public entity or publicly 
appointed entity so that they qualify for local and state taxpayer funds in the same way as 
conventional district schools. In practice, voucher schools have remained a small part of 
the market-reform arena, while charter schools now account for the lion’s share of 
alternatives to traditional public schools. 



Page 1 of 1 43 




Profiles Report: Introduction 



While faith in market competition as an effective engine of reform provides a 
general theoretical basis for both EMO-run district (non-charter) and charter schools the 
specifics of the competition are somewhat different in each instance. Adherents of 
market-based school reform favor charter schools on the belief that they provide 
competition that will force existing public schools to improve their outcomes or else be 
put out of operation. Support for for-profit management of district schools, meanwhile, 
arises essentially from a belief that private business models are more efficient and 
effective than non-profit, government-operated institutions. A for-profit company 
contracted to administer district public schools, it is reasoned, will have incentives 
(making a profit in the short term, and retaining a profitable contract in the long term) to 
seek efficiencies and improve student outcomes and achievement. The competition, in 
this context, takes place not among schools or districts themselves, but among current or 
potential managers of schools. 

Few studies are available to assess the effectiveness of EMOs per se. Large-scale 
EMO management of district schools has been limited to a handful of companies in and a 
few urban centers, including Baltimore, Philadelphia, and most recently New Orleans. 
Studies such as those of the performance of Edison Schools have at best been 
inconclusive with several recent reports failing to find any improvement in student 
outcomes either from charter schools in general or from charter schools managed by 
EMOs in particular. (This issue is further discussed below.) 

The number of schools under management, school enrollment and other data 
reported here are estimates. Several EMO’s profiled failed to provide information for 
this report. As privately held companies, despite receiving millions of dollars in public 
funding, there is no way to compel them to share information about their operations (see 
Appendix B). 



Findings for 2006-2007 

The Profiles of For-Profit Education Management Organizations: 2006-2007 is 
the ninth annual Profiles report. Profiled EMOs are categorized into three size categories: 
small (those operating three or fewer schools); medium (those operating four to nine 
schools); and large (those operating ten or more schools). The 2006-2007 Profiles report 
identifies a total of 23 companies categorized as large- or medium-size, the same number 
as identified in the 2005-2006 Profiles. EMOs now operate in 31 states, up two from last 
year, however. One firm was excluded from the current Profiles because it became a not- 
for-profit organization (see Appendix C). 1 Two firms changed size category in the 2006- 
2007 Profiles report (see Large- and Medium-Size EMO section below). 

In 2006-2007, large- and medium-size EMOs managed a total of 457 schools, 
down from 480 in the 2005-2006 Profiles. Edison Schools lost the greatest net number of 
school contracts (four) among large- and medium-size EMOs. 
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The 2006-2007 Profiles report omits data about and profiles of small-size EMOs 
and the corresponding lists of the schools they operate. This decision was made for two 
reasons. First, small companies as a group appear to represent a relatively minor segment 
of the industry. For instance, for this edition of the Profiles researchers counted 25 small- 
size companies managing a total of 36 schools that enroll a total of 10,823 students. 

Thus, although small-size EMOs represent more than half of the total number of 
companies surveyed for this year’s report, schools run by small-size EMOs account for 
only 4.7% of the total enrollment in EMO-managed schools overall. Their apparently 
minimal footprint in the industry makes it unlikely that the omission of small EMOs from 
this year’s analyses will materially affect the overall conclusions drawn. Second, as a 
consequence of smaller size and influence, the tracking of small EMOs over time is 
particularly difficult, with some new firms surfacing while other, formerly profiled firms 
could not be verified for the current Profiles. The volatility of the data available about 
small-size EMOs reduced our confidence in the completeness of data and thus the 
decision was made to eliminate from this report companies that manage fewer than four 
schools. 

Large- and Medium- Size EMOs 

The 2006-2007 Profiles report profiles 23 EMOs (14 large- and 9 medium-size). 
Since last year, Pinnacle Education, formerly a medium- sized firm moved into the large 
category with the addition of one school and Benjamin Franklin Charter School moved 
from the small- to medium-size category also with the addition of one school. In total, the 
large- and medium-size EMOs manage a combination of charter, district, and “virtual” 
schools with a total enrollment of 218,675 students. Table 1 is the only table that includes 
virtual school data. 

Table 1 presents trend data on the number of large- and medium-size EMOs, the 
number of schools they operate, and student enrollment. 3 
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Table 1: Summary Data for Large- and Medium-Size EMOs, by Year 



School 

Year 


Number of 
Large- and 
Medium- Size 
Companies 
Profiled 


Estimated 
Number of 
Schools 
Managed by 
Profiled 
Companies 


Estimated 
Number of 
Students Enrolled 
by Profiled 
Companies* 


Number of 
States in Which 
Profiled 
Companies 
Operate** 


2002- 

2003 


18 


375 


180,632 


25 


2003- 

2004 


21 


424 


190,335 


29 


2004- 

2005 


24 


483 


227,740 


25 


2005- 

2006 


23 


480 


225,466 


29 


2006- 

2007 


23 


457*** 


218,675 


31 



Note: Numbers are estimated because some EMOs did not respond to requests for data (see Appendix B). 
Small firms, included in previous years’ versions of this table, have been excluded from the current report 
because the data associated with them are deemed less reliable. Years prior to 2002-2003 have been 
omitted because those Profiles reports did not include the “medium-size” category, and did not include 
complete enrollment data. 

* Enrollment data were not tracked in the first three years of the Profiles report. 

** Includes the District of Columbia. 

*** This does not include eight Mosaica schools for which the company did not provide enrollment 
information. 



EMOs and Charter Schools 

The U.S. charter school data provided here are derived from the U.S. Department 
of Education’s Common Core of Data (CCD). EMO-managed charter school data are 
derived from company self-reports. The CCD data lag the EMO-reported data by two 
years. The most recent CCD data (and the data used in the report) are for the 2004-2005 
school year. The EMO school and student enrollment counts are from 2006-2007. 

In an effort to make “apples to apples” comparisons between EMO-managed 
charter schools and U.S. charter schools in general, the charter school universe is defined 
as charter schools classified in the CCD database as operating in large towns or larger 
population centers. 4 As a result, the number of U.S. charter schools reported here is not 
the same as the total number reported in the CCD database. 5 Excluding charter schools 
in lesser-populated areas creates conservative and more uniform comparisons between 
the average U.S. charter school enrollment estimates and the enrollments of EMO- 
managed charter schools. This is true for two reasons. Schools in less populated areas are 
generally smaller than schools in larger population centers and EMOs most often operate 
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in larger population centers. The exclusion of these smaller schools creates larger 
average U.S. charter school enrollment estimates than if the small schools were included. 
Schools in the CCD data base listed as “scheduled to open-not open yet” and those listed 
as “temporarily closed” are excluded from the analysis for obvious reasons. 

According to the most recent complete Common Core of Data (CCD) data set 
(2004-2005) a total of 615,147 students are enrolled in 2,475 U.S. charter schools. 
Excluding so-called virtual schools, the 2006-2007 Profiles report estimates that 151,471 
students are enrolled in 352 charter schools managed by 12 large- and 9 medium- size 
companies. (Two of the 14 large-size companies profiled are not included in these 
calculations as they manage only virtual schools.) These 21 large- and medium-size 
companies, therefore, manage 14%, or almost 1 in 7, of the charter schools in the nation 
(Table 2). 

The data in Table 2 suggest that the percentage of charter schools managed by 
large- and medium-size EMOs has declined slightly from 2005-2006. The apparent 
decline in the percentage of charter schools managed by EMOs is potentially important 
because it is possible that Charter Management Organizations (CMOs) are displacing for- 
profit EMOs as managers of charter schools. The recent growth of CMOs is in large 
measure due to the promotion and financial backing of foundations. CMO proponents 
characterize their efforts as an attempt to increase the number of charter schools and 
address concerns about charter school quality and the sustainability of the charter school 
reform. 6 In order to systematically monitor this phenomenon, the 2007-2008 Profiles 
report will include profiles of CMOs. 

Although our data suggest that the growth of for-profit EMOs has slowed, one 
should also be aware that some of the large- and medium-size EMOs have been 
diversifying and expanding into new service areas such as the provision of supplemental 
education services. In addition, EMOs, such as Edison, have also packaged and sold or 
leased their curricula, accountability, and in-service training systems. Thus a slow down 
in EMO growth in schools under management may reflect a strategic change of direction 
for some EMOs. 
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Table 2: Number and Percentage of U.S. Charter Schools Managed by Large- and 
Medium- Size EMOs 





All School Levels 




2005-2006 


2006-2007 


Number of U.S. Charter Schools* 


2,319 


2,475 


Large-Size EMOs 


Estimated Number of EMO Managed U.S. Charter 
Schools 


323 


296** 


Estimated Percentage of EMO Managed U.S. 
Charter Schools 


14% 


12% 


Medium-Size EMOs 


Estimated Number of EMO Managed U.S. Charter 
Schools 


55 


56 


Estimated Percentage of EMO Managed U.S. 
Charter Schools 


2% 


2% 


Combined Large- and Medium-Size EMOs 


Estimated Combined Total Number of EMO 
Managed U.S. Charter Schools 


378 


352** 


Estimated Combined Total Percentage of EMO 
Managed U.S. Charter Schools 


16% 


14% 



Note: Virtual schools are not included in these data. 

Percentages only reported in whole numbers. 

Numbers and percentages are estimated because some EMOs did not respond to requests for data (see 
Appendix B) 

*The number of U.S. charter schools was taken from the U.S. Department of Education’s Common Core 
of Data, which lag two years behind the year of their release. As set forth in this Introduction, the number 
of charter schools listed excludes virtual schools, non-operational schools, and schools in sparsely 
populated areas . 7 

** This does not include eight Mosaica schools for which the company did not provide enrollment 
information. 
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Table 3: Number and Percentage of U.S. Charter Schools Managed by Large- and Medium-Size EMOs, by School Level 





Primary 


Middle 


High 


Other* 




2005- 


2006- 


2005- 


2006- 


2005- 


2006- 


2005- 


2006- 




2006 


2007 


2006 


2007 


2006 


2007 


2006 


2007 


Number of U.S Charter Schools** 


1,054 


1,145 


221 


240 


542 


579 


502 


511 


Large-Size EMOs 


Estimated Number of EMO Managed U.S. 
Charter Schools 


208 


187 


12 


7 


61 


66 


42 


36 


Estimated Percentage of EMO Managed 
U.S. Charter Schools 


20% 


16% 


5% 


3% 


11% 


11% 


8% 


7% 


Medium-Size EMOs 


Estimated Number of EMO Managed U.S. 
Charter Schools 


24 


25 


1 


1 


19 


8 


10 


22 


Estimated Percentage of EMO Managed 
U.S. Charter Schools 


2% 


2% 


1% 


0% 


4% 


1% 


2% 


4% 


Combined Large- and Medium-Size EMOs 


Estimated Combined Total Number of 
EMO Managed U.S. Charter Schools 


232 


212 


13 


8 


80 


74 


52 


58 


Estimated Combined Total Percentage of 
EMO Managed U.S. Charter Schools 


22% 


19% 


6% 


3% 


15% 


13% 


10% 


11% 



Note: Virtual schools are not included in these data. Percentages only reported in whole numbers. Does not include eight Mosaica schools (see Endnote 2). 
Numbers and percentages are estimated because some EMOs did not respond to requests for data (see Appendix B). 

*The U.S. Department of Education defines “other” schools as schools that do not fall within the grade-level configurations of primary school, middle school, or 
high school. For definitions of school levels, see Appendix D. 

**The number of U.S. charter schools was taken from the U.S. Department of Education's Common Core of Data, which lag two years behind the year of their 
release. As set forth in this Introduction, the number of charter schools listed excludes virtual schools, non-operational schools, and schools in sparsely 
populated areas (see Endnote 7). The numbers of charter schools managed by EMOs are derived from the research for this Profiles report. 
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Table 4: Enrollment in U.S. Charter Schools and Those Managed by Large- and 



ivieuium-oi^c avii uiaucs i\-i ^ 


2004-2005 


2005-2006 


2006-2007 


Total Charter School Enrollment* 


565,648 


682,050 


615,147 


Large-Size EMOs 


Estimated EMO Managed U.S. Charter School 
Enrollment 


148,031 


143,407 


131,379 


Estimated Percentage of EMO Managed U.S. 
Charter School Enrollment 


26% 


21% 


21% 


Combined Large- and Medium-Size EMOs 


Estimated Combined Total EMO Managed U.S. 
Charter School Enrollment 


162,719 


159,377 


151,471 


Estimated Combined Total Percentage of EMO 
Managed U.S. Charter School Enrollment 


29% 


23% 


25% 



Note: Virtual schools are not included in these data. Percentages only reported in whole numbers. 
Numbers and percentages are estimated because some EMOs did not respond to requests for data 
(see Appendix B). 

*The number of U.S. charter schools was taken from the U.S. Department of Education’s Common 
Core of Data, which lag two years behind the year of their release. As set forth in this Introduction, 
the U.S. charter schools counted excludes virtual schools, non-operational schools, and schools in 
sparsely populated areas (see Endnote 7). The numbers of charter schools managed by EMOs are 
derived from the research for this Profiles report. 



The data in Table 4 indicate that charter schools run by large- and medium-size 
EMOs enrolled about 25 percent of the nation’s charter-school students, a slightly larger 
percentage than last year but smaller than 2003-2004. 

The reduction in the 2006-2007 Profiles EMO enrollment figures in part reflects 
the elimination of one large-size company, Imagine Schools, from the list. Imagine, 
which accounted for 29 charter schools with an enrollment of 15,215 students, was 

o 

converted to a not-for-profit organization in August 2005. The 2006-2007 enrollment 
figures also reflect the net loss of four charter school management contracts for another 
company, Edison Schools. 
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Enrollment Patterns and Average Charter School Size 

Almost two-thirds of charter schools managed by large-size EMOs have enrollments greater than the U.S. charter school 
average enrollment. The data show that this trend is mostly concentrated at the Primary level, as shown in Table 5. 



Table 5: Enrollment Comparisons by School Level: Charter Schools Managed by Large-Size EMOs vs. U.S. Charter Schools 



School level 


Comparison to Average 
Enrollment of U.S. 
Charter Schools 


Estimated Number of 
EMO Charter Schools 


Estimated Percentage of 
EMO Charter Schools 


Estimated Percentage of 
EMO Charter Students 


Primary 


Less than 


50 (of 187) 


27% 


11% 


Greater than* 


137 (of 187) 


73% 


89% 


Middle 


Less than 


3 (of 7) 


43% 


12% 


Greater than* 


4 (of 7) 


57% 


88% 


High 


Less than 


32 (of 66) 


48% 


24% 


Greater than* 


34 (of 66) 


52% 


76% 


Other** 


Less than 


25 (of 36) 


69% 


29% 


Greater than* 


11 (of 36) 


31% 


71% 


All 


Less than 


110(296) 


37% 


15% 


Greater than* 


186 (296) 


63% 


85% 



Note: Virtual schools are not included in these data. Percentages only reported as whole numbers. Does not include eight Mosaica schools (see Endnote 2). 
Numbers and percentages are estimated because some EMOs did not respond to requests for data (see Appendix B). 

* “Greater than” includes schools with enrollments exactly equal to the national average. Very few schools actually have enrollments equal to the national 



averages. 

**The U.S. Department of Education defines “other” schools as schools that do not fall within the grade-level configurations of primary school, middle school, 
or high school. For definitions of school levels, see Appendix D. 
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Large-size EMOs enroll 131,379 charter school students. 91,794 are primary, 2,316 are middle, 21,277, are high, and 15,992 
are other. These numbers are driven by a relatively few large-size EMOs. Also, larger than average enrollments in large-size EMO-run 
charter schools are concentrated in the primary grades. Eighty-nine percent of primary students in schools run by large-size EMOs are 
in schools with enrollments above the national charter school average enrollment at the primary level. It appears that the business 
model suggested in the 2005-2006 Profiles report 9 seems to be holding: large-size EMOs are focused on relatively high enrollments at 
the primary level in order to deliver profits. It is important to further investigate the implications of large-size EMOs focusing on high 
enrollments at the primary school level. 

Tables 6 and 7 display school enrollment comparisons by company. 



Table 6: Overall School Size Comparisons by Company: Charter Schools Managed by Large-Size EMOs vs. U.S. Charter 
School Average Enrollment 



EMO 


Number of EMO Managed 
Charter Schools Exceeding 
U.S. Charter School Average 
Enrollment 


Percentage of EMO Managed 
Charter Schools Exceeding 
U.S. Charter School Average 
Enrollment 


Percentage of Students 
Enrolled in EMO Managed 
Charter Schools Exceeding 
U.S. Charter School Average 
Enrollment 


Charter School Administrative Services* 


10 


67% 


88% 


Charter Schools USA 


15 


100% 


100% 


Edison Schools 


33 


89% 


96% 


Helicon Associates* 


5 


36% 


71% 


Leona Group, LLC, The 


22 


49% 


67% 


Mosaica Education, Inc.* 


20 


59% 


79% 


National Heritage Academies 


52 


98% 


99% 


Richard Milburn High School, Inc. 


1 


8% 


12% 


Victory Schools, Inc.* 


5 


71% 


79% 


White Hat Management* 


23 


64% 


77% 


Note: Virtual schools are not included in these data. Percentages only reported as whole numbers. Does not include eight Mosaica schools (see Endnote 2). 



* Numbers and percentages are estimated because this EMO did not respond to requests for data (see Appendix B). 
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Table 7: School Size Comparisons by School Level and Company: Charter Schools Managed by Large-Size EMOs vs. U.S. 



Charter School Average Enrollment 






Number of EMO 


Percentage of EMO 


Percentage of Students 






Managed Charter 


Managed Charter 


Enrolled in EMO Managed 


School 


EMO 


Schools at This Level 


Schools at This Level 


Charter Schools at This 


Level 


Exceeding U.S. Charter 


Exceeding U.S. Charter 


Level Exceeding U.S. 






School Average 


School Average 


Charter School Average 






Enrollment 


Enrollment 


Enrollment 




Charter School Administrative Services* 


6 


60% 


79% 




Charter Schools USA 


13 


100% 


100% 




Edison Schools 


27 


90% 


96% 




Helicon Associates* 


3 


30% 


55% 


Primary 


Leona Group, LLC, The 


5 


26% 


34% 




Mosaica Education, Inc.* 


19 


61% 


81% 




National Heritage Academies 


52 


98% 


99% 




Victory Schools, Inc.* 


5 


71% 


79% 




White Hat Management* 


7 


58% 


72% 


Middle 


Edison Schools 


3 


75% 


88% 


Leona Group, LLC, The 


1 


33% 


87% 






Charter School Administrative Services* 


1 


50% 


83% 




Charter Schools USA 


1 


100% 


100% 


High 


Edison Schools 


1 


100% 


100% 


Leona Group, LLC, The 


14 


88% 


96% 




Richard Milburn High School, Inc. 


1 


8% 


12% 




White Hat Management* 


16 


67% 


80% 
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Table 7 Continued: School Size Comparisons by School Level: Charter Schools Managed by Large-Size EMOs vs. U.S. 



Charter School Average Enrollment 


School 

Level 


EMO 


Number of EMO 
Managed Charter 
Schools at This Level 
Exceeding U.S. Charter 
School Average 
Enrollment 


Percentage of EMO 
Managed Charter 
Schools at This Level 
Exceeding U.S. Charter 
School Average 
Enrollment 


Percentage of Students 
Enrolled in EMO Managed 
Charter Schools at This 
Level Exceeding U.S. 
Charter School Average 
Enrollment 




Charter School Administrative Services* 


3 


100% 


100% 




Charter Schools USA 


1 


100% 


100% 


Other** 


Edison Schools 


2 


100% 


100% 


Helicon Associates* 


2 


50% 


84% 




Leona Group, LLC, The 


2 


29% 


44% 




Mosaica Education, Inc.* 


1 


33% 


61% 



Note: Virtual schools are not included in these data. Percentages only reported as whole numbers. Does not include eight Mosaica schools (see Endnote 2). 

* Numbers and percentages are estimated because this EMO did not respond to requests for data (see Appendix B). 

**The U.S. Department of Education defines “other” schools as schools that do not fall within the grade-level configurations of primary school, middle school, 
or high school. For definitions of school levels, see Appendix D. 
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Factors shaping the industry 

Taken together, the data collected on EMOs for 2006-2007 suggest that their 
growth may be leveling off and that the industry is relatively stable. With a few 
exceptions most reporting EMOs have neither added nor dropped schools. Enrollments 
similarly have remained relatively constant. 

Edison Schools, the only company in the Profiles that manages more district 
schools than charter schools, is the most in flux, adding six schools and dropping 10. The 
greatest growth is found in the virtual-school segment, dominated by K12, Inc. and 
Connections Academy, both of which are discussed later in this report. 

In one respect Edison is something of an anomaly in the industry because, as 
already noted, the bulk of its contracts are not with charter schools. Indeed, while Edison 
has often been seen as the archetypal EMO, that designation may no longer apply very 
well as the industry has shifted its focus to charter schools. 

Among EMOs whose business largely or exclusively focuses on managing charter 
schools, the largest is National Heritage Academies, which enrolls more than 30,000 
students in 53 schools. A privately held company based in Michigan, it was founded in 
1995 and now operates schools in five states. Unlike Edison, it has never been publicly 
held, and, as a consequence, has never garnered the degree of public attention that Edison 
has. 



Other large-size EMOs, in order of the number of charter schools they manage, 
are The Leona Group (45); Edison (37 10 ); White Hat Management (36 11 ); and Mosaica 
Education with 34 ~ charter schools. Together these five firms manage 205 charter 
schools - more than two-thirds of the 296 charter schools operated by the 12 large-size 
(10 or more schools) EMOs and more than half of the 352 charter schools managed by all 
21 firms in this edition of the Profiles. These five firms enroll a total of 97,286 charter 
school students, almost two-thirds of the 151,471 students in all charter schools operated 
by the 21 large- and medium-size EMOs. (These numbers do not include any virtual 
schools or the two companies that only have virtual schools.) 

Some EMO founders have operated in relative obscurity, but others have had 
relatively high profiles over the years. National Heritage Academies was founded by J.C. 
Huizenga, owner of a half-dozen manufacturing companies. White Hat Management 
was founded and is run by David Brennan, an Ohio industrialist. Edison Schools was 
founded by Christopher Whittle, a publishing and media entrepreneur who earlier created 
Channel One, which broadcasts news and advertising in schools under an arrangement 
that gives schools television equipment in return for required viewing of its broadcast 
material. Whittle later sold Channel One; its current owners, Primedia, announced the 
sale of the business in April of 2007. 14 Whittle originally founded Edison to operate 
private schools, and after the failure of private school voucher plans to achieve significant 
traction nationally, redirected Edison to the management of public district schools and 
public charter schools. 
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All five firms are privately held and, therefore, as already noted, are largely free 
of any requirement to provide the public with financial or other information. 

Additionally, the companies’ practices vary with regard to outside scrutiny. National 
Heritage, Leona, and Edison all responded to the authors of this report by providing 
updated information on the names, locations, and enrollments of the schools they operate, 
listing both new schools and schools they no longer operated. Mosaica and White Hat did 
not respond to repeated telephone and email inquiries. 

Of the five firms, White Hat arguably has the most visible paper trail, owing to 
the outspokenness of its founder, David Brennan, his activism in Ohio politics, and media 
attention paid to the firm in its home state. White Hat has been the subject of repeated 
media scrutiny going back as far as 1999. In 2006, the Cleveland Plain Dealer 
spotlighted the company again in a group of articles that asked, in the words of its 
opening headline, “Who’s profiting from Ohio’s charter schools?” 15 Citing state records, 
the lead article in the series asserted that White Hat’s Hope Academy schools, targeted to 
high school dropouts, “have faired even worse” than the rest of the state’s charter 
schools, where “with some notable exceptions, the results so far have been dismal.” 16 The 
reportedly poor performance of White Hat is particularly striking in light of the role the 
company and Brennan played in the 1990s in helping to formulate the Ohio charter 
school law. The Cleveland Plain Dealer article described Brennan as having “played a 
major role in pushing Ohio’s school choice legislation through politically polarized 

17 

Columbus in the mid-1990s with waves of campaign cash.” 

The Cleveland Plain Dealer reported that in 2005 that White Hat garnered nearly 
$109 million in state dollars and “millions more” in federal grants. 18 The newspaper 
calculated that over the decade-long life of the state’s charter school program, White Hat 
schools had collected $350 million in Ohio State tax dollars, or 25% of what the state had 
spent on charter schools altogether. 19 

Notwithstanding its role as a recipient of public funds, White Hat appears to be 
extraordinarily secretive about aspects of its operations. Representatives of the company 
did not respond to four separate inquiries during the preparation of this edition of the 
Profiles seeking verification, and correction if necessary, of the information researchers 
for this report had collected on the company. 

The company’s financial data have only recently begun to be available in state 
records. Researchers for the Columbus Dispatch reviewed state audits of 17 of the 
company’s Ohio schools in 2006 and concluded that “White Hat made $15.4 mi llion in 
combined profits and management fees” in 2005. Additionally, White Hat was one of 
four organizations criticized by the Ohio Federation of Teachers for failing to provide 
information about teacher contracts in response to a public information request 
commissioned by the teachers union. (The others were National Heritage, Leona, and 

Summit Academy Management of Akron, a non-profit organization that is not included 

21 

in this report.) 
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Supporters of the role of for-profit EMOs as managers of charter schools have 
argued that such companies remain accountable to individual parents — who, it is 
reasoned, can choose to send or not send their children to particular schools — and to the 
board of the non-profit charter schools that hire the EMOs to operate them. Yet, once 
again in Ohio, even those assumptions are being called into question. Very late in 2006, 
outgoing Gov. Robert Taft signed into law a provision that gives EMOs the right to 
appeal terminations or non-renewals of their management contracts to run a charter 
school. If an EMO’s appeal is granted by the charter school’s sponsor agency, the law 
requires the sponsor to fire the board that sought to terminate the EMO’s contract, and 
requires the EMO to appoint a new board for the school. Board members at 19 schools 
managed by White Hat sued in early 2007 to overturn the new law, which could prevent 
them from ending their schools’ relationship with the company. A lawyer for the 
plaintiffs told the Akron Beacon Journal in early 2007 that under the new law, “my 
clients are losing their rights to run these schools.” 22 



Virtual Schools 

Virtual schools have continued to expand. Two firms dominate the industry: 
Connections Academy and K12, Inc. Both generally form partnerships with existing 
school districts to create on-line schools serving primarily students who learn from home. 

Virtual schools, depending on the state, operate under two different governing 
frameworks. Most are established under state charter school laws. Some, however, are 
established under other arrangements — either directly under control of a school district, 
or else provided for under state enabling legislation that is separate from charter school 
laws. K12’s 21 schools include 17 established under charter regulations and 4 that are 
not. Connections Academy’s 12 schools include 8 charter schools and 4 non-charter 
schools. 

K12 added seven new virtual schools for which it held management contracts in 
2006. The company also discontinued providing management services to one school, the 
Pennsylvania Virtual Charter School, but reports that it continues to supply complete 
curriculum, materials and support to the school. Additionally the firm says it “provides 
curriculum, materials and support (but without management services) to many other 
schools and school districts across the country for virtual school programs that serve 
thousands of students.” 23 

K12 was launched by Knowledge Universe, a holding company founded by 

24 

Lowell and Michael Milken and Lawrence Ellison.” (Michael Milken was convicted of 
insider trading violations after pioneering the use of junk bonds to restructure 
corporations in the 1980s. Ellison is a founder of software manufacturer Oracle Inc.)“ 
K12’s web site lists its founding year as 1999, 26 but the company did not publicly 
announce its plans until February 2001. The current relationship between K12 and 
Knowledge Universe, which essentially is a capitol incubator, is not clear. K12’s founder 
and chairman, Ron Packard, is identified on the K12 web site as “previously a vice 
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president of Knowledge Universe,” but otherwise the K12 web site has no references to 
the company that launched it.' Meanwhile, even though Knowledge Universe has a web 
domain, it leads only to a completely blank page. 29 

Connections Academy, meanwhile, added no new schools in 2006, based on the 
company’s response to its profile, while discontinuing three schools whose students, a 

on 

company official said, were allowed to transfer to other Connections programs. 



The EMO Record 

o 1 

While individual EMOs have offered accounts of their own success, little in the 
way of additional, independently collected and analyzed data on the academic 
performance of EMO-run schools appeared in 2006. A study for the U.S. Department of 
Education by Educational Testing Service found that when corrected for demographic 
factors such as race and socioeconomic status, fourth graders in charter schools did less 
well than their peers in conventional district schools in reading or math, but that study did 
not specifically examine differences if any among schools run by for-profit firms and 
other schools. 

In early 2007, two separate studies attempted to gauge the impact of for-profit 
management of elementary and middle public schools in Philadelphia and produced 
conflicting findings. These studies examined math and reading test scores of students in 
restructured, low-achieving Philadelphia public schools, and included comparisons 
between students attending schools managed by one of several private providers, and 
students attending schools managed by the School District of Philadelphia. The first 
study, authored by researchers for the RAND Corporation, concluded that private 
management had no impact on math or reading achievement, while district management 
had a positive effect on math achievement but none on reading. 3 ’ The second, by Paul 
Peterson of the Harvard University Program on Education Policy and Governance, found 
private management had a positive effect on the performance of lower-scoring students in 
math and reading, while district management had no measurable effect. 34 An independent 
review of both studies found each of them flawed and concluded that neither was 
adequate to draw definitive conclusions on the impact of private management of public 
schools. 35 



Continued Policy Questions 

Past editions of the Profiles report have raised questions about relationships 
between EMOs and school districts and between EMOs and public officials who 
potentially stand to regulate them. A more overarching issue, however, continues to be 
secrecy and accountability. States are not consistent one from another in what they 
require from such firms. Information regarding the operation and internal working of 
EMOs, however, remains proprietary with few requirements for disclosure. As already 
observed, particularly in the case of White Hat Management in Ohio, the continued lack 
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of transparency in private companies that receive public funds to operate public schools 
remains a matter of concern. 



Data Sources 

Compiled each year since 1998-1999, the Profiles report documents the number 
of for-profit firms involved in managing publicly funded schools, identifies the schools 
they manage, and records the number of students those schools enroll. 

The Profiles report is compiled from a combination of sources. Internet searches 
are conducted on the name of each known EMO to identify schools with which the 
EMOs have contractual relationships. The resulting lists of schools are compared with 
previous years’ lists. When a school previously listed as having a relationship with a 
particular EMO appears to have dropped off the list, researchers use Internet search 
engines and news media databases, primarily Lexis-Nexis, to ascertain the reasons for the 
change. Each EMO is provided with the information that has been compiled about it and 
is given an opportunity to verify the accuracy of the information and correct any errors in 
that information. 



Using the Profiles 

The companies profiled represent those that Commercialism in Education 
Research Unit and Education Policy Research Unit researchers could identify as for- 
profit management companies, and are likely to represent only the larger or higher-profile 
companies in operation. As explained above, small-size companies (those that manage 
three or fewer schools) are no longer included in the Profiles report. Therefore, a 
substantial number of EMOs that operate a small number of schools may exist that are 
not included in the Profiles report. 

The appendices contain important information that will be helpful in using the 
Profiles report. Here is a list of the appendices and a brief description of each: 

• Appendix A contains definitions of terms and notes that will be helpful in 
understanding the company summaries and profiles. 

• Appendix B contains notes on companies that failed to respond to requests for 
information. 

• Appendix C contains a list of companies that are no longer profiled and the 
reason(s) why. 

• Appendix D contains the methods for calculating national average 
enrollments. 
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• Appendix E contains national average enrollment counts by grade 
configuration, school level, and charter school status. 

• Appendix F contains enrollment comparisons of EMO-managed district 
schools vs. national district school averages and comparison of EMO- 
managed charter schools vs. national district school averages. 

• Appendix G contains a list of small- size companies. 
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Notes and References 



1 The excluded large-size EMO is Imagine Schools. The reason for exclusion is in Appendix C. 

2 This does not include eight Mosaica schools for which the company did not provide enrollment 

information. 

3 The reader interested in comparing the school counts and enrollment trends of EMOs back to 1999-2000 

should be aware of how the Profiles report has changed over the years. Since 1999-2000, Profiles 
reports have tracked the number of EMOs and the number of schools they manage. Since 2001- 

2002 Profiles reports have tracked overall enrollments in EMO-managed schools. Until 2002- 

2003 EMO's were classified as either large (operating 10 or more schools) or small (operating 
fewer than 10 schools). In 2002-2003 the medium-size (operating 5-9 schools) category was 
created. 

4 This report only includes data from categories 1-5 of the 8 CCD locale categories. The categories are: (1) 

Large city: A principal city of a metropolitan core based statistical area (CBSA), with the city 
having a population greater than or equal to 250,000; ( 2 ) Midsize city: A principal city of a 
metropolitan CBSA, with the city having a population less than 250,000; (3) Urban fringe of a 
large city: Any incorporated place, census-designated place, or nonplace territory within a 
metropolitan CBSA of a large city and defined as urban by the Census Bureau; ( 4 ) Urban fringe of 
a midsize city: Any incorporated place. Census-designated place, or nonplace territory within a 
CBSA of a midsize city and defined as urban by the Census Bureau; ( 5 ) Large town: An 
incorporated place or census-designated place with a population greater than or equal to 25,000 
and located outside a metropolitan CBSA or inside a micropolitan CBSA; (6) Small town: An 
incorporated place or census-designated place with a population less than 25,000 and greater than 
or equal to 2,500 and located outside a metropolitan CBSA or inside a micropolitan CBSA; 

(7) Rural, outside CBSA: Any incorporated place, census-designated place, or nonplace territory 
not within a metropolitan CBSA or within a micropolitan CBSA and defined as rural by the 
Census Bureau; and (8) Rural, inside CBSA: Any incorporated place, census-designated place, or 
nonplace territory within a metropolitan CBSA and defined as rural by the Census Bureau. 
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most government regulation of them, and regards the for-profit school-management industry 
favorably, reports 1,156,874 students in the US enrolled in 3,940 charter schools. Neither 
organization offers precise citations for its data in the documents reporting them. Todd Ziebarth, 
who assembled the data for the NAPCS, reported in an email communication with EPSL that his 
data came “directly from state departments of education in April 2007” and was collected through 
“e-mails, phone calls, and web sites.” CER states its numbers were “compiled in part through 
state departments of education and charter school resource centers.” 
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By “sparsely populated” areas we refer to the 3 least populated urbanicity or locale ratings assigned to 
schools by the National Center for Education Statistics (categories 6-8). Essentially, this means 
rural areas or small towns or communities with less than 25,000 inhabitants. See Endnote 4 for a 
complete list. 
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